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I. 
 

INTRODUCTION 
 

Helical Dynamics, Inc. (“Debtor”) filed a case pursuant to Chapter 11 of the United 
States Bankruptcy Code on March 11, 2004.  Debtor is filing this Disclosure Statement 
(“Disclosure Statement”) which has been prepared for the Bankruptcy Court’s approval for 
submission to the holders of the claims and interests with respect to Debtor and its assets.  
Capitalized terms used in this Disclosure Statement shall have the meanings given to them 
in the Plan or by the Bankruptcy Code unless the context otherwise requires. 
 

Chapter 11 is the principal reorganization chapter of the Bankruptcy Code.  The 
Debtor is protected by the automatic stay provisions of Section 362 of the Bankruptcy Code 
while it attempts to present a plan of reorganization to its creditors. 
 

The Debtor’s Disclosure Statement is furnished pursuant to Section 1125 of the 
Bankruptcy Code and is intended to provide all persons known to have claims against the 
Debtor with sufficient information to permit them to make an informed judgment as to their 
votes to accept or reject the Plan.  No representations concerning Debtor, particularly as to 
its future business operations, the value of its property, other than those set forth in this 
Disclosure Statement, are authorized by Debtor. 
 

ANY REPRESENTATIONS OR INDUCEMENTS MADE TO SECURE YOUR 
ACCEPTANCE WHICH ARE OTHER THAN THOSE IN THIS DISCLOSURE STATEMENT 
SHOULD NOT BE RELIED UPON BY YOU IN ARRIVING AT YOUR DECISION, AND ANY 
SUCH ADDITIONAL REPRESENTATIONS OR INDUCEMENTS SHOULD BE REPORTED 
TO COUNSEL FOR DEBTOR OR TO THE UNITED STATES TRUSTEE, WHO, IN TURN, 
SHALL DELIVER THIS INFORMATION TO THE BANKRUPTCY COURT FOR SUCH 
ACTIONS AS MAY BE DEEMED APPROPRIATE. 
 

THE FINANCIAL INFORMATION CONTAINED IN THIS DISCLOSURE 
STATEMENT HAS BEEN PROVIDED BY DEBTOR BUT HAS NOT BEEN 
INDEPENDENTLY AUDITED.  ALL STATEMENTS CONCERNING FINANCIAL DATA ARE 
MADE IN GOOD FAITH AND ARE INTENDED TO BE AS COMPLETE AND AS 
ACCURATE AS POSSIBLE WITHIN THESE LIMITATIONS.  BANKRUPTCY COUNSEL 
FOR DEBTOR HAS NOT VERIFIED ANY OF THE INFORMATION SET FORTH IN THIS 
DISCLOSURE STATEMENT. 
 

Definitions of terms used in this Disclosure Statement are provided in Article I of 
Debtor’s Plan of Reorganization, which is submitted herewith. 
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II. 
 

NATURE AND HISTORY OF DEBTOR’S BUSINESS AND EVENTS LEADING TO THE 
FILING OF THE CHAPTER 11 CASE 

 
A. Organization and Operation. 
 

The Debtor is a Minnesota corporation founded in 1983.  Its Shareholders are 
Ann Diachuk, Michael Diachuk, Olga Diachuk and Walter Diachuk.  The same 
individuals constitute the Board of Directors.  Michael and Walter Diachuk are the 
Operating Officers of the Debtor.  The Debtor was formed to design, fabricate 
and sell oil mist collection systems, primarily selling to the automotive industries. 
 The mist collectors manufactured by the Debtor are used in manufacturing 
facilities to remove oils and contaminants from the air.  The Debtor also has the 
ability to install mist collection systems, including duct work.   
 

B. Financial History and Events Leading to Filing of Petition. 
 

The Debtor has had several successful and profitable years since commencing 
operations in 1983.  The events of September 11, 2001, and the subsequent 
economic downturn, caused the Debtor to suffer severe financial hardship and 
losses.  Subsequent to September 11, 2004, the automotive industry cancelled 
or announced delays on numerous capital projects.  As an example, the Debtor’s 
revenues for the calendar year 2002 were $2,032,000.00.  The Debtor sustained 
a $511,000.00 loss in that year.  Similarly, the Debtor’s sale set forth in the 
calendar year 2003 were only $1,439,000.00, and the Debtor sustained a loss of 
$841,000.00.  The Debtor has virtually no revenue in the first quarter of 2004.  
Since filing Chapter 11, the Debtor has obtained and manufactured mist 
collection systems of a value in excess of $2,100,000.00. 
 
In an effort to remain viable, the Debtor obtained a “disaster loan” from the 
United States Small Business Administration in April of 2002.  The loan proceeds 
were $870,000.00.  While these proceeds permitted the Debtor to remain in 
operation, they did not solve the Debtor’s problems created by lost sales.   
 
In early 2004, the Debtor defaulted on certain obligations to GCI Capital Service 
Corp.  GCI Capital Service Corp. held a lien on the Debtor’s fabrication 
equipment.  GCI Capital proceeded to obtain a judgment and have the Sheriff of 
Hennepin County attach the fabrication equipment.  This action caused the 
Debtor to file Chapter 11 on March 11, 2004.   
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C. Operations During Chapter 11 
 

1. Description of Business Operations 
 

Attached as Exhibit A are financial statements of the Debtor’s operations 
through August 31, 2004. 
 

2. Retention of Professionals: 
 

The Debtor has retained Steven B. Nosek, Attorney at Law, Suite 300, 
701 Fourth Avenue South, Minneapolis, MN 55415 as is bankruptcy 
counsel. 

 
III. 

 
CLAIMS AGAINST OTHERS 

 
A. Preferences 

 
The Debtor believes there are preferential transfers which have been made to 
third parties.  The Debtor does not believe that it will be economically 
beneficial to pursue preferential transfers based upon an analysis conducted 
by the Debtor. It is the Debtor’s view that commencing actions would create 
additional legal expense that would outweigh the return to the Debtor or its 
creditors.  Many of the transfers made by the Debtor prior to filing Chapter 11 
were based upon COD sales made by the Debtor’s vendors. 

  
B. Claims Against Insiders 

 
The Debtor does not believe there are recoverable preferential transfers or 
claims against insiders.   
 

       C.   Compensation of Officers 
 

The Officers of the Debtor are Walter Diachuk and Walter Diachuk, both of 
whom receive annual compensation of $60,000.00 per year. 

 
D.    Objections to Claims Against Debtor 
 

The claim filing bar date for creditors other than governmental units was July 26, 
2004. The claim filing bar date for governmental units was September 7, 2004.   

 
            



 

 
 

5

IV. 
 

DESCRIPTION OF DEBTORS PLAN OF REORGANIZATION 
 

The Debtor’s Plan of Reorganization has the following classified claims and interest: 
 

A. Description and Treatment of Classes of Claims 
 
1. Class A Claims - Priority Wage Claims. 
 

This class consists of all Allowed Claims of Debtor's former employees entitled to 
priority pursuant to Bankruptcy Code § 507(a)(3).  The Debtor does not believe 
there are any claims in this Class. 

 
 Treatment. 
 

Allowed Claims, if any, in this class will be paid in full in Cash upon the Effective 
Date of the Plan. 

 
2. Class B Claim - Secured Claim of Citicorp. Dell Lease, Inc. 
 

This class consists of the claim of CitiCapital Commercial Corporation f/k/a 
Citicorp Del-Lease, Inc. (“Dell”), secured by a lien on a forklift owned by the 
Debtor.  The amount of the claim as determined by the Bankruptcy Court Order 
which was entered August 5, 2004 is $15,548.27. 

 
 Treatment. 
 

The Order entered by the Bankruptcy Court on August 5, 2004 required the 
Debtor to make certain payments on a monthly basis to the Class B Claimant.  
The payments are described in paragraph 2 of the Bankruptcy Court Order.  The 
Debtor will continue to make said payments until the Class B Claim is paid in full. 
  

3. Class C Claim - Secured Claim of Expert Leasing Company. 
 

This Claim consists of the Secured claim of Expert Leasing Company secured by 
a first security interest on cash, cash equivalents and accounts receivable.  The 
amount on the Claim as of the Filing Date was $379,837.00. 
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 Treatment. 
 

The Debtor has paid the Class C Claim in full through collections of accounts 
receivable. 
 

4. Class D - Secured Claim of Expert Leasing Company. 
This Claim consists of the Secured Claim of Expert Leasing Company arising out 
of post petition purchase order financing provided by Expert Leasing Company to 
the Debtor.  The amount of the Claim as of September 8, 2004 is $1,113,008.00. 
  
Treatment. 
 
The Debtor will cause the Class D Claim to be paid in full through collections of 
accounts receivable owing by Daimler Chrysler Corporation. 

 
5. Class E - Secured Claim of Internal Revenue Service. 
 

This Claim consists of the alleged Secured Claim of the Internal Revenue Service 
(“IRS”) by virtue of a tax lien filed with the Minnesota Secretary of State.  The 
Debtor alleges that the Claim is in fact an unsecured claim as a result of the 
operation of 11 U.S.C. §506.   
 
Treatment. 
 
The Claim will be paid in accordance with 11 U.S.C. §1129(a)(9)(c) at an interest 
rate of 5% per annum of this Plan of Reorganization. 

 
6. Class F - Tax Lien Claim of the Minnesota Department of Revenue. 
 

This Claim consists of the alleged Secured Claim asserted by the Minnesota 
Department of Revenue by virtue of a tax lien filed with the Minnesota Secretary 
of State.  The Debtor alleges that the Claim is in fact an unsecured claim as a 
result of the operation of 11 U.S.C. §506.   
 
Treatment. 
 
The Claim will be paid in accordance with 11 U.S.C. §1129(a)(9)(c) at an interest 
rate of 5% per annum of this Plan of Reorganization. 

 
7. Class G - Secured Claim of the Small Business Administration. 
 

This Claim consists of the Secured Claim of the Small Business Administration 
(“SBA”) secured by a security interest on the Debtor's accounts and machinery 
and equipment.  The Claim is in the approximate amount of $870,000.00. 
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 Treatment. 
 

The Debtor proposes to pay the allowed secured claim of the Class G Claimant 
by making monthly payments with 5% interest amortized over a period of 20 
years.  Monthly payments on this obligation will be in the amount of $4,300.00 
per month. 
 

8. Class H - Secured Claim of Toyota Motor Credit Corporation. 
 

This Claim consists of three Leases entered into between the Debtor and Toyota 
Motor Credit Corporation in 2001.  The Leases are subject to an adequate 
protection order entered by the Bankruptcy Court on May 14, 2004. 

 
 Treatment. 
 

The Debtor proposes to continue the Lease payments due to the Class H 
Claimant making monthly payments pursuant to the contracts between the 
Debtor and the Class H Claimant. 
 

9. Class I - Secured Claim of GE Capital Services. 
 

This Claim consists of a balance due the Class I Claimant by the Debtor arising 
as a result of certain copier Leases entered into in 1998.  The balance due is in 
the amount of $3,000.00.  The balance was determined by an Order of the 
Bankruptcy Court dated July 27, 2004. 

 
 Treatment. 
 

The balance due the Class I Claimant by the Debtor is $3,000.00.  The amount 
will be paid, if not earlier, on the Effective Date.  

 
10. Class J - Secured Claim of GCI Capital Services Corp. 

This Claim consists of the Secured Claim of GCI Capital Services Corp (“GCI”) 
secured by a first security interest and lien on certain equipment owned by the 
Debtor. 

 
 Treatment. 
 

The Claim will be paid, in full, on the Effective Date, from funds received from 
Plymouth Pond Development, Inc., who will acquire, by assignment, the lien and 
security interest of the Class J Claimant. 
 

11. Class K - Secured Claim of Plymouth Ponds Development. 
This Claim consists of the Claim for prepetition unsecured rent held by the 
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Debtor’s Landlord.  The Claimant is Plymouth Development Company, Inc.  The 
Claim is evidenced by a Judgment Docketed in Hennepin County District Court.  
The amount of the Claim is $350,000.00.   
 
Treatment. 

 
The Debtor will pay the Claim held by the Class K Claimant, in full, on the 
Effective Date.  The funds to pay this Claim will be obtained from a loan through 
the Debtor.  The Debtor intends to enter into a Lease Modification Agreement on 
the Effective Date which will result in the executory contract between the Class K 
Claimant and the Debtor being affirmed. 

 
12. Class L – Unsecured Creditors. 

This Class consists of the claims of Debtor’s Unsecured Creditors.  The Debtor 
believes that the approximate amount of such unsecured claim is $286,000.00. 
(including disputed claims). 
 
Treatment. 
 
Unsecured creditors (not including the claim of the Debtors landlord) will receive 
a distribution of 15% of their Claims on the Effective Date and 12.5% at the end 
of each of the calendar years 2005, 2006, 2007 and 2008, for a total of 65% (the 
“65% Distribution”). 
 
Unsecured Creditors will receive an additional 10% of their Claim in each of the 
years 2005, 2006, 2007 and 2008 in which Debtor’s gross sales exceed $4 
million (the “Sales Distribution”). 
 
The 65% Distribution and any accrued Sales Distribution will be accelerated and 
will be immediately payable in full upon any shareholder’s sale of Debtor’s stock 
or the sale of all or substantially all of Debtor’s assets.  The buyer will assume 
any additional Sales Distribution obligation. 

 
13. Class M - Stockholder Interests: 
 

This Class consists of the Shareholder Interests of Shareholders of Debtor as of 
the Effective Date. 

 
Treatment. 

 
The Shareholders will retain their stockholder interests in the Debtor. 
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V. 
 

CLASSES OF CLAIMS AND INTERESTS IMPAIRED UNDER PLAN 
 
 Class A, Class B, Class C, Class D, Class E, Class F, Class G, Class H, Class I, 
Class J, Class K and Class M are unimpaired under this Plan.  All other classes are 
impaired under the Plan and are entitled to vote on the Plan. 

 
 

VI. 
 

TREATMENT OF CERTAIN PRIORITY CLAIMS 
 
 Allowed Claims that are not classified shall be treated as follows: 
 
 a. Allowed Administrative Expense Claims, except as otherwise classified 

herein, and including fees of professionals, shall be paid in full in cash on 
the Effective Date or as soon as practicable thereafter, or on such other 
date as the Court may fix, or in the ordinary course of business as the 
claims mature, or upon such other terms as may be agreed upon by each 
claimant and Debtor.  Debtor estimates that total claims for professional 
fees will be approximately $40,000.00. 

 
 b. Unpaid post-petition Administrative Expense Claims incurred in the 

ordinary course of Debtor's business will be paid as such claims become 
due, as agreed between each Claimant and Debtor, or otherwise in the 
ordinary course of Debtor's business.  Debtor believes no unpaid claims in 
this category are outstanding or exist. 

 
c. Fees payable by Debtor under 28 U.S.C § 1930 will be paid in full in cash on 

the Effective Date, the Debtor will continue to report its monthly 
disbursements and make payments to the U.S. Trustee until no longer legally 
obligated to do so.  The Debtor is pursuing a plan to continue operations 
consequent to the Confirmation Date of the Debtor’s Plan of Reorganization.   

 
VII. 

 
IMPLEMENTATION OF PLAN  

 
The Debtor is proposing to refinance its capital equipment and fabricating equipment by 
obtaining a loan from Moen Leuer Construction, Inc.  The proceeds of the loan will be 
used to pay, in full, the balance due GCI Capital Services, Inc.  Additional loan proceeds 
will be used to pay the Debtor’s Landlord (an entity related to Moen Leuer Construction, 
Inc.) to bring the Debtor’s Lease current.  Additional funds will be used to fund 
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payments to be made to unsecured creditors and the balance of the funds will be used 
for working capital.  Attached as Exhibit B is a liquidation analysis of the Debtor.  
Attached as Exhibit C is a financial statement for the Debtor as of December 31, 2003.  
Attached as Exhibit D are the five year financial projections for the Debtor. 

 
VII. 

 
COMMITTEE OF UNSECURED CREDITORS 

 
 The United States Trustee has appointed a Committee of Unsecured Creditors.  
Those members are: 

 
1. Dee Cramer, Inc. 

Attn:  Matthew D. Cramer 
4221 East Baldwin Road 
Holly, MI 48442 
Telephone:  810-579-5000 
 

2. McManus, Babcock & Co., Ltd. 
Attn:  Carmen M. Ouverson 
5701 Kentucky Avenue North, #200 
Crystal, MN 55428 
Telephone:  763-535-3600 
 

3. Twin City Oxygen 
Attn:  Gerald Castner 
305 – 2nd Street NW, Suite 125 
New Brighton, MN 55112 
Telephone:  651-628-4848 
 

The Committee of Unsecured Creditors is represented by attorney James A. 
Rubenstein, Moss & Barnett, P.A., 4800 Wells Fargo Center, 90 South Seventh Street, 
Minneapolis, MN 55402-4129. 

 
VIII. 

 
CONFIRMATION STANDARDS 

 
 Before confirmation, the Court must determine whether the Plan has been accepted 
by the holders of claims in each class considered "impaired" by the Plan.  For a class of 
claims to accept the Plan, an affirmative vote must be cast by those that vote at least two-
thirds in amount and more than fifty percent in number of allowed claims. 
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 For a class of interests to accept the Plan, an affirmative vote of at least two-
thirds in amount of allowed interests must be cast by those who vote. 
 
 The purpose of this Disclosure Statement is to provide the holders of such claims 
and interests with adequate information about Debtor and its Plan so that they can make an 
informed judgment about the Plan's merits.  Once the Bankruptcy Court Orders approval of 
the Disclosure Statement and setting the date of the confirmation hearing, a deadline date 
will be determined by which ballots must be filed with the Clerk of Bankruptcy Court which 
is earlier than the date of the confirmation hearing.  Creditors may vote on the Plan by filling 
out and mailing the accompanying ballot to the Bankruptcy Court, or if the deadline date by 
which ballots must be filed allows, they may attend the hearing and present the Ballot in 
person prior to the time set by the Bankruptcy Court.  Pursuant to Bankruptcy Rules 3001 
and 3003, claims will be allowed to the extent listed in the Schedules of Debtors, unless 
scheduled as disputed, contingent or unliquidated or unless a timely proof of claim is filed. 
 
 As a creditor, your vote is important.  The Plan can be confirmed by the Bankruptcy 
Court if it is accepted by the holders of two-thirds in amount and more than one-half in 
number of the claims in each impaired class voting on the Plan.  In the event that one or 
more classes reject the Plan, the Bankruptcy Court may nevertheless confirm the Plan if 
the Bankruptcy Court finds that the Plan accords fair and equitable treatment to the class 
rejecting it.  This means that, pursuant to 11 U.S.C. § 1129(b), the Plan may be confirmed 
even if a class of claims or interests rejects the Plan so long as the Plan provides that, with 
respect to each class of unsecured claims, (1) each holder of a claim or interest in the 
rejecting class receives the value of that claim or interest; or (2) no holder of a claim or 
interest junior to those held by members of the rejecting class will receive or retain 
something under the Plan.   
 
 The Plan may be amended or modified in the manner prescribed in 11 U.S.C. §1127 
of the Bankruptcy Code.  To the extent required under §1127, a holder of a claim or equity 
interest that has accepted or rejected the Plan shall be deemed to an accepted or rejected, 
as the case may be, the Plan is modified or amended, unless, within applicable time 
periods, such holder changes its previous acception or rejection.  In addition, the Debtor 
may revoke and/or withdraw the Plan at any time prior to the Confirmation Date.  If the Plan 
is revoked and/or withdrawn, the Plan will be null and void. 
 
 On the Effective Date, accept as otherwise provided in the Plan, all of the Debtor’s 
rights, title and interest in and to its assets, including bankruptcy causes of action, shall be 
retained by the Debtor.  In addition, the Bankruptcy Court shall retain its jurisdiction 
described in Article 9 of the Debtor’s Plan.  The purpose of this provision is to allow the 
Court to resolve certain disputes with respect to the Debtor’s Plan. 
 

The Bankruptcy Code contains provisions authorizing the confirmation of a plan 
even if it is not accepted by all impaired classes, as long as at least one impaired class of 
claims (without including any acceptance of the plan by any insider) has accepted it.  These 













1All Cash and Accounts Receivable of the Debtor are pledged to Expert Financial Services, Inc.
and the Small Business Administration.  The Secured Creditors Claims total in excess of $1,800,000.00
and no proceeds would be available for Unsecured Creditors from the liquidation of the Accounts
Receivable, which for liquidation purposes are valued at 80% of book value.

2The deposit has been made by the Debtor to its Landlord.  In the event of liquidation, the
Landlord would retain the deposit and none of the deposit would be available to Unsecured Creditors.

3All inventory of the Debtor is pledged to the Small Business Administration.  The Secured
Creditors Claims total in excess of $870,000.00 and no proceeds would be available for Unsecured
Creditors from the liquidation of the inventory, which for liquidation purposes is valued at 20% of book
value.

4Patents of the Debtor are subject to Secured Claims in favor of the Small Business
Administration.  The Debtor does not believe that proceeds would be available for Unsecured Creditors in
the event the patents were liquidated.

5All equipment are pledged to the Small Business Administration and GCI Capital Services
Corporation.  The Claims exceed 1.2 million dollars.  The Debtor does not believe that any proceeds
would be available for Unsecured Creditors in the event the equipment was liquidated.

6The Debtor states that all assets are subject to one or more security interests or liens and that
liquidation of the Debtor's assets would not result in full payment to Secured Creditors.  Therefore,
Debtor believes Unsecured Creditors would receive zero (0) in liquidation.

EXHIBIT B

LIQUIDATION ANALYSIS
8/31/04

Current Book Value Liquidation Value

Cash
$       3,000.00 $       3,000.001

Accounts Receivable
$   809,000.00 $   647,200.001

Deposits
$     10,500.00 $              0.002

Inventory
$   115,000.00 $     23,000.003

Patents
$     92,000.00 $              0.004

Equipment
$   197,000.00 $   800,000.005

Total
$1,226,500.00 $1,473,200.006












